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TAX INSTITUTE NOTES 


November Symposium 


Plans are progressing nicely for the symposium “The Impact Taxation 
Management Responsibility: Depreciation and Compensation.” This will 
held the Princeton Inn, Princeton, Thursday, November 20, and Friday, 
November 21. copy the program has been mailed members. Kindly let 
know you would like additional copies give interested acquaintances. 


Symposium Program Committee 


The program has been arranged the following committee: 


Chairman: Harriss, Columbia University 

American Institute Certified Public Accountants 
KENNETH GEMMILL, Attorney, Philadelphia 

Manager, Tax Accounting Service, General Electric Company 
officio: 

STRAYER, Princeton University, and President, Tax Institute, Inc, 

Executive Director, Tax Institute, Inc. 


Committee Hosts 


Mr. Harry Wright, Manager, Tax Department, American Broadcasting— 
Paramount Theatres, Inc., has been appointed Chairman the Committee 
Hosts. The names other committee members will announced shortly. 


Open House Reception 


Plans are being made for the customary open house reception the Tax 
Institute Building following the afternoon symposium session Thursday, 
November 20. Board members and staff welcome this opportunity have 
members and friends inspect our headquarters. 


Tax Institute Building Repair 


good report that contractor has been engaged remove the exterior 
shingles and insulate and reshingle the entire building and also make 
other repairs and improvements. The work will commenced September 
and expected finished before the symposium. 


Series Meetings “The Impact Taxation Management Responsibility” 


The Tax Institute has planned three-year program meetings and publi- 
cations “The Impact Taxation Management Responsibility.” The May 
Seminar Effects Taxation Employee Compensation was the first 
this series. The series will continued with the November symposium 
Depreciation and Compensation. Later meetings will relate Tax Impacts 
Profit Making and Dividend Policy, Conflicts Between Antitrust and Tax Laws, 
Management Responsibility for Tax Compliance, and Investments and Opera- 
tions Abroad. 
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Local Tax Competition Within Metropolitan 
Areas* 


MABEL WALKER 
Executive Director, Tax Institute, Incorporated 


nebulous subject and the more one considers it, the more nebulous 
becomes. 

The great difficulty talking about local tax competition that there are 
more than 100,000 local governments. Even when the topic limited com- 
petition within metropolitan areas, the number units still too great, the 
laws too divergent, and the administrative practices too obscure make pos- 
sible any comprehensive grasp the subject; even the factual data were 
hand—which they are not—to permit any neat orderly disposition the 
findings. 

Much has been written and said concerning tax competition between states 
and between regions. Practically nothing available concerning local tax com- 
petition within metropolitan areas, fact any kind local tax competition. 
Competition between states takes the emotional content aggressive 
action alien group. contrast the local competition among neighbors. 


Are 

this small scale skirmishing, who are competing; for what are they com- 
peting; and how they compete? 

The answer the first question seems almost everyone. There has 
always been considerable amount intercommunity rivalry and some 
represented economic competition; but present there very frenzy 
competition the air. Cities, counties, townships, and villages are obsessed 
with the idea attracting that which considered desirable and that 
which considered undesirable. 


For what are these local communities competing? Contrary bygone days, 
they are not particularly interested attracting population such. 

true that New York City filled the air with lamentation this summer, 
when learned that the city had lost almost 100,000 residents since 1950, in- 
stead gaining least 120,000, had been confidently expected, 200,000, 
had been hoped. Losing worse than not gaining. Aside from the blow 
pride and prestige, New York had been counting heavily collecting $6.75 
state aid for each additional resident. Moreover, the city had gambled $1.5 
million which had pay for the special census. 

may questioned, however, whether the suburbs which gained the popu- 


Originally presented round table discussion “Financing Metropolitan Area 
Government” the Fiftieth Annual Conference the National Association, and 
published the Proceedings, Harrisburg, 1958, pp. 431-37- 
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lation New York lost, were particularly pleased doing so. the suburbs 
around New York, around any other central city, are actively trying 
attract population from the city, have not seen heard any evidence it. 

Generally speaking, there just does not seem much competition for 
population. matter fact, incoming residents are more than likely 
eyed askance the jaundiced eye the local taxpayer, who 
already griping about his tax burden, row new houses conveys the im- 
pression hordes school children educated; and number commu- 
nities are trying block the influx new residents through zoning provisions. 

The long dependence the local governments upon the property tax the 
major source revenue and the fact that education far the most burden- 
some local function, has caused the new family sized mainly terms 
the ratio property taxes payable upon its property costs, particularly 
school costs, resulting from its entrance into the community. 

There certain amount competition among local units for tax sources. 
For example, central city may seek ways taxing the commuter population, 
and there has been controversy this subject, particularly with respect 
local income taxes. 

Surprisingly enough, however, little controversy has developed with respect 
industrial enterprises which pay their taxes one unit and draw large part 
their labor supply from other units which have meet the costs educat- 
ing the workers’ children. seems matter general acceptance that the 
industry, other large enterprise, would taxed where located, even 
small, sparsely settled rural area. This matter that might well engage the 
attention fiscal students because accounts for much the inequality 
school finance resources. 

The thing, however, for which communities are feverishly competing in- 
dustry. one city planner has facetiously said, almost every community wants 
nice taxpaying industrial plant which looks like art museum, sounds like 
Stradivarius, and smells like Chanel No. 

Some the more sophisticated and discriminating communities prefer re- 
search laboratories offices. Also, must noted that there are few 
wealthy and exclusive communities that turn thumbs down any intrusion 
industry business. Little heard about competition for shopping centers, 
except that central cities are desperately trying find ways halting re- 
versing the exodus trade from the central business district outlying areas. 


How Are Communities CoMPETING? 

How are the communities indulging tax competition with their neighbors? 
There quality the claim that some local governments 
are deliberately extending tax favors industries order induce them 
shift plants and offices from neighboring location within the same general 
area; or, expansion, rather than shifting the offing, outbid the neigh- 
communities attracting the uew enterprise. 

What tax baits are the communities offering? Are they aboveboard under 
the table? the former category would the lure sound fiscal policies, 
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efficient and economical government, and taxes that were low relation the 
services provided. 

Such inducements the part communities merit the nod approval 
from all persons interested good government. They are mutual benefit 
the community and the industry attracted. 

There second set inducements which also are open and aboveboard. 
They are such inherent tax advantages community may enjoy through 
action its own, but which are due some natural advantage favored 
position resulting from state law. 

Third, there are such tax baits the community may deliberately dangle be- 
fore industry, but which are offered openly and without subterfuge. They may 
not wise, but they are not covert illegal. Such baits may, for example, 
consist exemption newly located newly constructed plants, plants 
certain types; exemption certain types personal property, such exemp- 
tion machinery and tools intangibles; the use municipal borrowing 
power aid private industry provision buildings otherwise. Such 
activities the part local governments are possible, however, only when the 
state gives legal authority for them. 

Fourth, there are those inducements which are widely suspected, but can 
with difficulty proved, since they are outside the law. Property assessments 
offer the greatest leeway for such tax favors. The elusive nature this type 
inducement may indicated recount briefly efforts get information 
this point for this paper. All sources information shall kept anonymous, 
sure informants would desire. 

First, item the report round table rebuilding downtown areas. 

Serious tax inequities today are two kinds. One kind arises where outlying towns 
villages assess commercial industrial properties far below the known recent pur- 
chase price, desperate effort attract business activity and obtain modicum 


tax support for the schools, etc., that they need because their headlong residential 
development. 


asked the editor which round table member made the statement wished 
get further information from him. The editor replied that the transcript 
the round table which was held few years ago had been destroyed and did 
not recall who made the statement. then added: “It would seem the 
kind point which people would hesitant document detail, although 
the practice attracting industry through tax concessions known exist.” 

asked prominent realtor New Jersey whether there were such prac- 
tices. replied, “Undoubtedly,” but again received documentation. 

state tax official whom appealed offered get information the 
subject from his research department. The answer, was: “There just does not 
seem much, anything, published with respect competition 
units.” 

tax official another state mentioned that was widely believed that 
large industrial plant rural township his state was the recipient assess- 
ing favors, but that would very difficult prove, since there were sales 
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which check the assessment. Moreover, since the plant meant much 
the community, the favor, there was one, undoubtedly met with the approval 
the community. 

city finance officer emphatically denied that his city offered any such 
favors, but did concede that was widely held that some resort commu- 
nities his state offered hotels lower personal property real estate assess- 
ment—perhaps 10¢ the dollar—to get hotels built there. 

recent conference asked number persons the tax, governmental 
research, and city planning professions whether they could give any infor- 
mation this point. The answer was always the same: Rumor, suspicion, and 
hearsay, but nothing specific. 

the discussion period hope the roles speaker and audience will re- 
versed. these undercover practices exist, they must known many per- 
sons this room, since unable tell you about them, hope you will 
tell me. 

see it, the above are the four ways which local governments could 
actively passively compete with their neighbors for industry. 


COMPETITION REVERSE 


But the story would incomplete were dropped here, because seems 
likely that the most effective type competition might called negative com- 
petition, perhaps competition reverse. That takes place when city, 
through its tax laws its administrative practices, puts itself unfavorable 
competitive position with its neighbors and also with more distant competitors. 

Quite catalog could made instances that sort. shall mention just 
few illustrate the point. 


“Tax Lightning” Jersey City 

“Tax lightning” struck Hudson County, New the thirties with dis- 
astrous results. November 23, 1938, Jersey City authorities invoked 20- 
year old state law for the first time and filed complaints charging six corpora- 
tions with failure list personal property. Similar claims were later made 
against several hundred additional corporations. The results were later described 
follows the New Jersey Commission Taxation Intangible Personal 
Property: 

The result was anticipated—there was marked migration corporations (all 
them chartered this State), from the city Jersey City the Borough 
Flemington; and, brief, this what happened over the six-year period, 1938 1944. 

One hundred and seventy corporations—a large number which were holding 
companies—established corporate situs Flemington. 
These corporations represent resources close billion and have increased 


the ratables Flemington the extent million—an increase 9665 per 
cent over the ratables that existed before the colonization 


Overassessment Boston 


The Boston Finance Commission referring the persistent overassess- 
ment and later abatement policies assessors said: 
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The injurious effects manipulated, insupportable assessing year after year upon 
the city’s growth and economic well-being must 

addition scaring off business and industry, “the indirect costs the city 
cannot accounted precisely, but the aggregate must amount formidable 
sum,” said the 


Discriminatory Assessment Multnomah County, Oregon 


There has been vigorous controversy Multnomah County, Oregon, over 
assessing policies between state and county officials. State officials claim that 
county assessors discriminate against utilities and merchants assessing real 
and personal property. Local officials claim that the state officials desire 
favor such 


Threatened Service Tax New York City 


per cent nonprofessional service tax was introduced the New York 
City Council April, 1954. There was vigorous reaction the proposed tax 
and was claimed that would injurious the city’s standing center 
for financial businesses, public relations firms, and other service organizations. 
The measure was 


IMPORTANCE TAXES FACTOR INDUSTRIAL LOCATION 


not wish leave the impression that think taxes are prime factor 
the location industry. Neither think their importance should under- 
estimated. 

Raw materials, markets, transportation, labor supply, water, and power, are 
all likely get prior consideration. Moreover, are accept face value— 
and see reason why should not—the statements made many indus- 
trial executives, the standard governmental services more importance 
than the local tax burden influencing site location. 

Nevertheless, even though taxes may not one the first considerations, 
they are important and they will considered carefully responsible 


executive. Moreover, under certain circumstances they can ,be determining 
factor. 


Now, may offer postscript. have some difficult problems settle 
the field local finance. 


need take long hard look the property tax, (1) improve the 
administration every possible way; and (2) judge whether the extent 


our reliance this tax may not bringing about distortion sociological 
and economic ideals. 


Report, March 26, 1945, 13. 

article Robert Bergenheim, The Christian Science Monitor, August 

Humphrey, “Tax Tussle Analyzed,” reprinted from Oregon Journal, 1956. 

Vernon, Jr., “Municipal Tax Problems,” Financing Metropolitan Govern- 
ment, Princeton: Tax Institute, 1955. 
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need give maximum attention problems arising from small and 
overlapping jursidictions. really need have 102,000 local units? About 
two decades ago, there were 160,000. Could not dispense with another 
50,000 60,000, even more? 

devising and administering local tax systems, careful consideration should 
given not only the time-honored criteria equity, adequacy, and admin- 
istrative feasibility, but also the economic, sociological, and political effects 
the tax. 

For example, tax fiscal device should appear one that would 
tend bring about, accelerate, the exodus industry and trade from 
city; would affect living and travel habits way that would ad- 
verse the city’s interest; would strengthen political resistance desir- 
able reorganization governmental units; might dubious wisdom enact 
into law. 


TAX INSTITUTE NOTES (Continued) 


Seminar “The Effect Tax Policy Executive and Worker Compensation” 

The Tax Institute held all day seminar “The Effect Tax Policy 
Executive and Worker Compensation” the Woodrow Wilson Hall Prince- 
ton University Monday, May 19. The proceedings are now press. Publi- 
cation expected October. summary the discussion has been prepared 
Gordon Henderson, Esq., Covington Burling, and will published 
the August-September issue Tax The summary will also appear 
the volume proceedings. 


Income Tax Differentials 


Publication the symposium volume “Income Tax Differentials” ex- 
pected October. The general policy problems federal income tax differ- 
entials are discussed Dan Throop Smith, Deputy the Secretary the 
Treasury. Harold Kent, Attorney Law, New York, compares tax differ- 
entials Canada, Britain, and the United States. Tax differentials compen- 
sation are discussed Stanley Surrey, Law School Harvard University, 
Robert Schulman, Attorney, Washington, C., Peter Henle, Assistant 
Director Research, AFL-CIO, Jacquin Bierman, Certified Public Ac- 
countant, New York, and Lowell Harriss, Columbia University. 

Tax differentials and their effect investment are analyzed William 
Casey, Institute for Business Planning, Inc., Leon Stock, Certified Public 
Accountant, New York, and Robert Eisner, Northwestern University. 

Dr. Thomas Atkeson, College William and Mary, Chester Edel- 
mann, Treasurer, Green Company, Marion Gillim, Barnard College, 
John Davidson, Director, Government Finance Division, National Associa- 
tion Manufacturers, and Clarence Turner, Certified Public Accountant, 
Philadelphia, consider methods tax reduction. 

Senator Flanders has contributed chapter the double taxation 
dividends. 


